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BEFORE THE Gy 20

CORPORATION COMMISSION }
OF THE STATE OF ARIZON# 17 -9 A 10 59

Joint Application of
Matrix Telecom, Inc. and International
Exchange Communications, Inc.

for Approval of the Transfer of Certain Docket No.
Assets and Related Transactions and
a Waiver of Applicable Anti-Slamming
Regulations.
JOINT APPLICATION

Comes now Matrix Telecom, Inc., (hereinafter referred to as “Matrix” or “Buyer”) and
International Exchange Communications, Inc., (hereinafter referred to as “IECom” or “Seller”),
(together the “Applicants™), by their undersigned regulatory counsel and moves for approval of the
Arizona Corporation Commission (hereinafter referred to as the “Commission”) of a proposed
transfer of certain assets held by Seller to Buyer and related transactions and a waiver of applicable

anti-slamming regulations.

In support of this Application, Applicants state the following:

I THE PARTIES.

A. Matrix Telecom, Inc.

Matrix is a corporation organized under the laws of the State of Texas with its
principal offices located at 300 N. Meridian, Oklahoma City, OK 73107. Matrix is a provider of
intrastate interexchange telecommunications services in Arizona. Matrix was granted a certificate
of public convenience and necessity by the Commission and its tariff was subsequently approved.

Matrix has provided services in Arizona since that time. Matrix is certified as a telecommunications

reseller in the 48 contiguous states where required. Matrix also provides interstate and international




telecommunications services pursuant to the authorities granted to it by the Federal Communications

Commission.

B. International Exchange Communications, Inc.
IECom is a corporation organized under the laws of the State of Delaware with its
principal offices located at 500 Airport Blvd., Suite 340, Burlingame, CA 94010. IECom is a
provider of intrastate interexchange telecommunications services in Arizona. IECom was granted
a certificate of public convenience and necessity by the Commission and its tariff was subsequently
approved. IECom has provided services in Arizona since that time. IECom holds an array of state

and federal regulatory licenses that are necessary to operate its business throughout the United States.

II. REQUEST FOR APPROVAL OF THE TRANSFER OF CERTAIN ASSETS AND
RELATED TRANSACTIONS AND OF A WAIVER OF APPLICABLE ANTI-
SLAMMING REGULATIONS.

On December 29, 2000, IECom entered into a Management Services Agreement (“MSA”)
with Matrix Telecom, Inc., pursuant to which Matrix has been providing telecommunication
services to IECom’s customer base under IECom’s supervision. The MSA reflected, among other
things, that IECom and Matrix desired to negotiate and enter into an Asset Purchase Agreement
under which Matrix would buy the Assets they were to manage pursuant to said MSA. On
January 4, 2001, IECom filed a voluntary petition under chapter 11 of the Bankruptcy Code in
the United States Bankruptcy Court, Northern District of California, San Francisco Division. As
of the bankruptcy petition date, IECom ceased operations. Since the petition date, IECom has
been attempting to liquidate its assets in an orderly fashion in order to maximize the value of those
assets. However, Matrix and IECom have been unable to agree upon the terms of an Asset
Purchase Agreement under which Matrix would buy the Assets identified in the MSA. At various
times throughout the pendency of IECom’s chapter 11 case, representatives of IECom and Matrix
have engaged in negotiations to reach a resolution of their disagreements. These settlement
negotiations have been conducted at arms’ length and in good faith by IECom and Matrix, and

have resulted in the Settlement Agreement which is attached as an Exhibit to the Motion For
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Approval of Settlement Agreement filed with the Bankruptcy Court on October 17, 2002 found
in Attachment “A” hereto. Pursuant to the terms of the Settlement Agreement, Matrix will pay
IECom $600,000, IECom will transfer to Matrix the assets listed in Exhibits A and B of the MSA,
also attached as Exhibits to the Motion and as Attachment “B” hereto, and both Matrix and IECom

will waive all claims against each other.

The Applicants herein request that the Commission approve the transfer of said assets from
Seller to Buyer. Said transfer is in the best interest of the customers being served and will not in
any way disrupt service nor cause inconvenience or confusion to the customers of IECom. As one
of the assets being transferred is the perpetual right to use IECom’s name, logos, trade or service
marks, etc., which have been associated with the customer base, and Matrix intends to continue
to service these customers using the IECom name, the transfer will in fact be transparent to the
customers of IECom. Further, these customers are currently being billed by their LECs for the
services being provided by IECom. These billing arrangements will continue after the transfer
of this customer base to Matrix. In addition, the customers rates, terms and conditions of service
will not change from those currently in place. Matrix will continue to provide high quality,
affordable telecommunications services to these customers in the same manner as it has operated
since it obtained its certificate and in the same manner as it has serviced these customers over the
last year and a half pursuant to the MSA. However, should the transfer not be approved, it would
seem almost certain that these customers would experience a discontinuance in service as IECom

no longer has the ability to service these customers and has, in fact, ceased operations.

As Matrix proposes to operate this base under the name of IECom, Matrix requests that
its Certificate of Authority be modified to include its right to operate under this name. Further,
Matrix will make additional filings, as required, to incorporate appropriate rates, terms and
conditions of service into its current tariff in order to assure that this base will not experience a

change in the rates, terms or conditions of service that currently apply.

The Applicants hereto recognize that a Customer Notification of the transfer is required.

Attached hereto as Attachment “C” is a copy of the Notice that will be sent to all customers on,

3




or as soon as possible after, the Settlement Effective Date, as defined in the attached Settlement
Agreement. While the Applicants intend to make every effort to comply with the states anti-
slamming regulations and reconcile said regulations with the Federal Bankruptcy Court Order, a
waiver from any applicable anti-slamming regulations that would be violated by this transfer being
made pursuant to Bankruptcy Court Order is requested. Waiver may be necessary to ensure a
seamless transition of these customers to Buyer. In addition, the Bankruptcy Court Order may
require transfer of these customers before the required notice period can be exhausted. As stated
above, these customers will see no change in rates, terms or conditions of service from those
currently in effect and they will continue to be billed in the same manner as they have been being
billed for the last year and a half. The transfer of these customers to Matrix will be transparent

to said customers.

Applications for approval of this transaction and a waiver of anti-slamming regulations,
where required, will be filed with the FCC and every state in which IECom is required to file for

approval. Letters of notification will be sent to all other states in which IECom operates.

IECom and Matrix pledge that they will make every effort to comply with all applicable

statutes and Commission rules and regulations.

III. CONTACT INFORMATION.

The Applicants herein provide the following contact information for questions, notices,

pleadings and other communications concerning this Application:

Judith A. Riley, Esq.

Telecom Professionals, Inc.

2912 Lakeside Drive

Oklahoma City, OK 73120

Telephone:  (405) 755-8177
Facsimile: (405) 755-8377

email: jriley@telecompliance.net




IV.  CONCLUSION.

For the reasons stated herein, the Applicants request expedited approval of the transfer of
assets and related transactions and waiver of anti-slamming regulations as described herein, to permit

the Applicants to consummate this transfer as soon as possible.

Respectfully Submitted,

CLodin G”TO

J(dlth A. Riley, Esq.

Telecom Professionals, Inc.
2912 Lakeside Drive

Oklahoma City, OK 73120
Telephone-(405) 755-8177
Facsimile-(405) 755-8377
email-jriley@telecompliance.net

Regulatory Counsel for Applicants

Dated: November 6, 2002.
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VERIFICATION

STATE OF OKLAHOMA )
) SS
COUNTY OF GRADY . )

I, Dennis E. Smith, hereby declare under penalty of perjury, that I am the President of
Matrix Telecom, Inc., (“Buyer”); that I am authorized to make this verification on behalf of
Buyer; that I have read the foregoing; and that the facts stated therein are true and correct to the
best of my knowledge, information and belief.

P

Dennis E. Smith

Dated this 6 day of November, 2002.

Mg LY NNIS AgOV\g? LE E President
>rady Coun ! .
i |SE i
. ( :LO 7 Notary Pubic in and for | Matrix Telecom, Inc.
B State of Oklahoma '
1
1

My commission expires July 18, 2005.

My Commission expires:

July 18, 2005
Commission #: 01012005




ATTACHMENT A

MOTION FOR APPROVAL OF SETTLEMENT AGREEMENT

UNITED STATES BANKRUPTCY FILING
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002
! ||LEE R. BOGDANOFF $State Bar No. 119542), and _
MARTIN R. BARASH (State Bar No. 162314), Attomeys with
2 || KLEE, TUCHIN, BOGDANOFF & STERN LLP
1880 Century Park East, Suite 200
3 |l Los Angeles, California 90067-1698
Telephone: (31 Og 407-4000
4 || Facsimile:  (310) 407-9090
5 || Bankruptcy Counsel for Pacific Gateway Exchange, Inc., et al.,
p Debtors and Debtors In Possession i
Debtors’ Mailing Address: -
7 11500 Airport Drive, Suite 340
g ||Burlingame, Califorma 94010 )
9 UNITED STATES BANKRUPTCY COURT
NORTHERN DISTRICT OF CALIFORNIA
10 SAN FRANCISCO DIVISION
11 [ nre: Case Nos. SF 00-33019 DM; SF 01-30027
DM; SF 01-30014 DM; SF 01-30016 DM;
12 |[PACIFIC GATEWAY EXCHANGE, INC,,| SF 01-30017 DM; SF 01-30015 DM
a Delaware corporation (Tax 1.D. No. 94- | (Jointly Administered under Case No. SF
13 1{3134065); INT ATIONAL EX- 00-33019 DM) .
SHIANG COMMUNI%A’I;IBNI\SI, IISIE a :
elaware corporation (Tax 1.D. No. 94-
14 3202374); ONYX NE WORKS, INC., & Chapter 11 :
elaware corporation, ress i : .
15 Hme. (Tax LD No. 04.3335904); WORLD | [Tieading Applies to All Cases]
o |ERTAAYS Gy el comore
tion (Tax I.D. No. 94- ;
. 17 || WORLDLINK, INC., a Delaware corpora- NOTICE OF MOTION AND MOTION
4 ) BY INTERNATIONAL EXCHANGE
18 || GLOBAL TIME, INC., a Delaware corpo- S} .
ration (Tax L.D. No. 94-3316865) A e L LENENT
19 * TELECOM, INC. AND SALE OF
ASSETS PURSUANT THERETO;
20 Debtors DECLARATION OF DAVID M.
2 ) DAVIS IN SUPPORT THEREOF
22 No Hearing Required Pursuaat To
23 Bankruptcy Local Rule 9014-1(b)(3)
24
25
26
27
; 28
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NOTICE OF MOTION AND MOTION

PLEASE TAKE NOTICE that International Exchange Communications,
Inc., a Delaware corporation ("IECom™) hereby moves the Court to enter an order, pursu-~
ant to Federal Rule of Bankruptcy Procedure 9019(a) and other applicable law, approving
the "Settlement Agreement" dated as of August 12, 2002 between [ECom and Matrix
Telecom, Inc. ("Matrix"), which Settlement Agreement is attached as Exhibit "1" hereto.
Pursuant to the Stipulation, Matrix shall pay IECom $600,000, IECom shali transfer to
Matrix substantially all of its remaining assets, and both Matrix and IECom will waive all
claims against each other. This Motion is based upon these moving papers, the accompa-
nying Memorandum of Points and Authonties and Declaration of David M. Davis
(“Davis Declaration”), the Settlement Agreement, the record in these cases, and such
other arguments and evidence as maybe presented at or prior to the hearing on the Mo-
tion. .

PLEASE TAKE FURTHER NOTICE that Bankruptcy Local Rule 9014-
1 of the United States Bankruptcy Court for the Northern District of California prescribes
the procedures to be followed in connection with this Motion, and that any objection to
the requested relief, or a request for hearing on the matter, must be filed and served upon
counsel for IECom, Klee Tuchin Bogdanoff & Stern LLP, Attn: Martin R. Barﬂ'sﬁ, Esq.,
1880 Century Park East, Suite 200, Los Angeles, California 90067-1698, counsel for Ma-
trix, Kirkland & Ellis, Attn: Bennett L. Spiegel, Esq., 777 South Figueroa Street, Los
Angeles, CA 90017, and counsel for IECom's prepetition lenders, O'Melveny and Myers
LLP, Attm: Ben Logan, Esq., 400 South Hope Street, Los Angeles, CA 90012, within
twenty (20) days of the mailing of this Notice. A request for hearing or objection must be

accompanied by any declarations or memoranda of lav the party objecting or requesting
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1 || a hearing wishes to-present in support of its position. If there is no timely objection to the
requested celief or a request for hearing, the Court may enter an order granting the relief

requested in the Motion without further notice or heanng.

@ ood
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R BARASH, an Attorney with
K.LEE TUCHIN BOGDANOFF & STERN LLP
Bankruptcy Cou nsel For
Debtors And Debtors In Possession
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MEMORANDUM OF POINTS AND AUTHORITIES -
L
BACKGROUND FACTS
A.  Genperal Background

On December 29, 2000, PGEX filed a voluntary petition for relief under
chapter 11 of title 11 of the United States Code ("Bankruptcy Code"). On January 3,
2001 and January 4, 2001, certain of PGEX's domestic subsidiaries also filed voluntary
petitions under chapter 11 of the Bankruptcy Code: IECom, Onyx, World Pathways, Inc.
("WPI"), WorldLink, Inc. ("WLI"), and Global Time, Inc. ("GTI"), the latter of which is
a subsidiary of [ECom (collectively with PGEX, the "Debtors"). Pursuant to Bankrupicy
Code sections 1107(a) and 1108, the Debtors have been managing their affairs as debtors
and debtors in possession.

Prnor to the commencement of these cases, the Debtors and their non-debtor
affiliates (colicctively, the "Company") operated a global telecommunications enterprise,
offen'ﬁg voice-based telecommunications, Intemet and bandwidth services. The
Company used and resold telecommunications services on a state-of-the-art network of
land-based and undersea cables that connect key metropolitan centers in the United
States, Europe, Asia, and the Pacific. The Company (through its various entitics)downs
(or owned) some of the cable capacity that comprised that network, as well as sé\;eral
]and;bésed switching facilities in California, New York, Texas, Australia, New ‘Zealand,
the United Kingdom, Russia, and Germany.

For over half a year prior to the petition dates, with the assistance of
Development Specialists, Inc. ("DSI"), a nationa] tumaround consulting firm, the Debtors
and their non-debtor affiliates were engaged in efforts to streamline their businesses,
discontinue unprofitable operations, and attempt to market the assets relating to those
operations. As of their Petition Dates, the Debtors ceased operations. During these

cases, the Debtors have been liquidating their assets in an orderly fashion in order to

maximize the value of those assets, The Debtors obtained limited, short-term debtor in




1073072002 14:08 FAX

O &0 N O W B W N e

[N [\&} [\*] N [\&] N NN N o — — - - — Y— —
o0 [« IR H W N [ww BEEER Y BN o ¢} ~N N W AW N — <

doos

possession financing ("DIP Financing") for this purpose from their prepetition lenders
("Lenders").
B. IECom, Matrix, and the Settlement Agreement.

. The retail business was operated by IECom. Prior to the Petition Date,
IECom sold end-user long distance telephone services ona pre-subscribed and call-by-
call basis to customers in the United States. Based in Santa Ana, California, IECom
specialized in targeting groups that are high-volume consumens~ o% international
telecommunications services, including the Filipino, Japanese, Chinese, Vietnamese,
Russian, and Korean communities resident in the United States. IECom was a
"switchless" reseller of telecommunications services, meaning it obtained long distance
services from PGEX and other wholesale carriers. IECom holds (and held) an array of
state and federal regulatory licenses that were necessary to operate its business
throughout the United States,

On December 29, 2000, IECom entered into a certain Management
Sewiéeé Agreement ("MSA") with Matrix Telecom, Inc. ("Matrix"), pursuant to which
Matrix has been providing telecommunication services to IECom's customer base. ‘ The
MSA pfovided, among other things, that: (1) IECom appointed Matrix as the sole and
exclusive provider of all services necessary or appropriate for the supervision and
management of certain assets of IECom (as defined in the MSA, the “Assets™); (é)
Matfi)‘a agreed to receive specified compensation for its services; (3) IECom agreed to
receive specified royalties for Matrix’s use of the Assets; (4) IECom and Matrix agreed
to share collected accounts receivable in specified proportions; and (5) IECom and
Matrix undertook various responsibilities and made various representations and
covenants. The MSA also recited that IECom and Matrix desired to negotiate and enter
into an Asset Purchase Agreement under which Matrix would buy the Assets pending
pegotiation of a definitive transaction. A copy of thé} MSA is attached and mncorporated

into the Settlement Agreement.
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On December 29, 2000, Pacific Gateway Exchange, Inc. filed a voluntary |
petition under chapter 11 of title 11 of the United States Code (the “Bankruptcy Code™)
in the United States Bankruptcy Court for the Northern District of California (the
“Bankruptcy Court”). On January 3, 2001, Onyx Networks, Inc., World Pathways, Inc.,
WORLDLINK, INC., and Global Time, Inc. also filed voluntary petitions under chapter
11 in the Bankruptcy Court. Finally, on January 4, 2001, TECom filed a voluntary
petition under chapter 11 of the Bankruptcy Code in the Bankmptcy Court. On January
9, 2001, the Bankruptcy Court entered in the Debtors® cases its Interim Order (A) (i)
Authonzing Post Petition Financing and (ii) Granting Super Administrative Priority
Expense Claim Status and (B) Scheduling a Final Hearing, artached to which was a copy
of the MSA and a Clarification of the MSA, elaborating upon the proportions of collected
accounts receivable that IECom and Matrix had agreed to share.

Just prior to IECom's Petition Date, Matrix detenmined that it would not
require the services of virtually all of IECom's employees to fulfill its obligations under
the Méﬁagcmcut Services Agreement. Accordingly, IECom's operations were
discontinued and most of its employees were terminated prior to the commencemett of
this case. The remaining employees were terminated shortly thereafter. Following the
commencement of the case for [ECom, Matrix and JECom were unable to agree upon the
terms of an Asset Purchase Agreement under which Matrix would buy the Assc'ts.
idcnﬁﬁed in the MSA. Among other things, IECom has insisted that Matrix purchase the
Assets for 1.5 times IECom's December 2000 revenues, the contemplated price
referenced in the MSA. Matrix has asserted in response, among other things, that the
price referenced in the MSA did not constitute a binding offer to purchase the Assets at

that price. Each of IECom and Matrix asserts that the acts, omissions, and/or

misrepresentations of the other are to blame for their inability to agree.
Disagreements between Matrix and IECom also have arisen over their

obligations under the MSA. IECom asserts that Matrix breached certain of its covenants,

obligations, and representations under the MSA by failing to pay [ECom royalties to
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which IECom was entitled and by underreporting the revenues on which the royalties
were based. IECom asserts that Matrix owes it approximately $771,885 in unpaid‘
royalties. Matrix disputes these assertions. Matrix asserts that IECom breached certain
of its covenants, obligations, and representations under the MSA and thereby caused
Matrix to incur extraordinary expenses that 1t should not have had to incur and that these
expenses offset any royalties otherwise due and entitle Matrix to assert a claim for an
administrative expense against IECom’s bankruptcy estate. Matrix asserts that IECom

owes it approximately $1,060,000 for these expenses. IECom disputes these assertions.

1 Also, as noted above, IECom asserts that Matrix has not negotiated in good faith an Asset

Purchase Agreement under which Matrix would buy the Assets. Matrix disputes this
assertion. . |
At various times thrdughout ihe pendency of IECom‘skchapter 11 case,
representatives of ITECom and Matrix have engaged in negotiations to reach a global
resolution of their disagreements. These settlement negotiations have been conducted at
arms’ 4léngth and in good faith by IECom and Matrix, and have resulted in the Settlement
Agreement. Without admitting any liability or the accuracy of any claims or allegations,
the parties have agreed to settle as expeditiously as possible all disputes among
themselves, including all disputes arising out of the facts and allegations recited above,
pursuant to the terms of the Settlement Agreement. As more specifically set foith
theréiﬁ, Matrix will pay IECom $600,000, IECom shall transfer to Matrix the Assets, and |
both Matrix and IECom will waive all claims against each other. The Settlement
Agreement is fair, reasonable, and in the best interests of IECom's estate.

All funds generated from the Settlement Agreement (i.e., the $600,000) wil

be remitted to the Lenders pursuant to the DIP Financing agreements, and in accordance

v with the properly perfected, first priority lien asserted by _the Lenders in all of IECom's

assets. By execution of the Settlement Agreement by their agent, the Lenders already

have approved of the Settlement Agreement and consented to the relief requested in this

Motion.
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Although IECom disputes Matrix's contentions regarding liability for over
$1 million in administrative expenses, and although 1t believes that 1ts claims against
Matrix would be meritorious if htigated, IECom would face substantial expense and
litigation risk if the Settlement Agreement is not approved. Presently, IECom's only
source of funds for such hitigation derive from the DIP Financing, and it 1s not clear
whether and to what extent the Lenders would approve funds for such purpose. Further,
it is unclear whether the IECom customer base actually can be transferred to another
buyer and sold for any amount, if this Settlement Agreement is not approved. In light of
these circumstances, the Settlement Agreement is fair and reasonable. Further, the fact
that the Settlement Agreement has been approved by the one group of creditors that hold
the economic interest in these matters — the Lenders — there can be little question that the
relief requested is appropriate under the circumstances.

II.
LEGAL ARGUMENT
A, This Court Should Approve The Stipulation As A Compromise

Or Settlement Of Controversy Pursuant To Federal Rule Of
Bankruptcy Procedure 9019(a).

1. The Applicable Standard.
Bankruptcy Rule 9019(a) provides that:

On motion by the {debtor in possession] and after a hearing
on notice to creditors, the United States trustee, the debtor
and indenture trustees as provided in Rule 2002 and to such
other entities as the court may designate, the court may
approve a compromise or settlement.

Fed. R. Bankr. P. 9019(a). ,

The Ninth Circuit has long recognized thét "[t]he bankruptcy court has
great latitude in approving compromise agreements." Woodson v. Fireman's Fund Ins,
Co. (Iri re Woodson), 839 F.2d 610, 620 (9th Cir. 1988). "The purpose of a compromise

agreement is to allow the [debtor in possession] and the creditors to avoid the expenses

and burdens associated with litigating sharply contested and dubious claims.” Martin v.
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Kane (In re A & C Properties), 784 F.2d 1377, 1380-81 (9th Cir.), cert. denied, 479 U.S.

854 (1986). Accordingly, in approving a settlement agreement, the Court need conduct

neither an exhaustive investigation into the validity, nor a mini-trial on the merits, of the
claims saught to be compromised. United States v. Alaska National Bank (In re Walsh

Constr., Inc.), 669 F.2d 1325, 1328 (9th Cir. 1982). Rather, it is sufficient that the Court
find that the settiement was negotiated in good faith and is reasonable, fair, and equitable.
In re A & C Properties, 784 F.2d at 1381,

- The Ninth Circuit has identified the following factors for consideration in

determining whether a proposed settlement agreement is reasonable, fair, and equitable:
(a) The probability of success in the litigation; (b) the difficulties, if any, to be
encountered in the matter of collection; (c) the complexity of the litigation involved, and
the expense, inconvenience and delay necessanly attcnding it; (d) the paramount interest
of the creditors and a proper deference to their reasonable views in the premises. Inre A ‘

& C Properties, 784 F.2d at 1381.

Consideration of these factors does not require the Court to decide the
questions of law and fact raised in the controversies souight to be settled, or to determine
whether the settlement presented is the best one that could possibly have been achieved.
Rather, the Court need only canvass the issues to determine whether the settlcmcn; falls
"below the lowest point in the zone of reasonableness." Newman v. Stein, 464 F.2d 689,

698 (2d Cir.) (emphasis added), cert. denied sub nom, Benson v. Newman, 409 U.S. 1039

(1972); see also Anaconda-Ericsson Inc. v. Hessen (In re Teltronics Services, Inc.), 762

F.2d 185, 189 (2d Cir. 1985); Cosoff v. Rodman (In re W.T. Grant Co.), 699 F.2d 599,
608 (2d Cir.), cert. denied, 464 U.S. 822 (1983). Finally, although the Court should give

deference to the reasonable views of creditors, "objections do not rule. It is well
established that compromises are favored in bankruptcy." In re Lee Way Holding Co.,
120 B.R. 881, 891 (Bankr. S.D. Ohio 1990). '
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2. The Court Should Approve The Settlement
Agreement Because It Is Fair, Reasonable, And In
The Best Interests Of The Debtors And The
Estates.

‘ As the facts set forth above and in the accompanying Davis Declaration
amply demonstrate, the Settlement Agreement is reasonable, fair, and in the best interests
of IECom and its economic stakeholders. Despite IECorh's Bclief_ that it 1s entitled to
$771,885 in unpaid royalties and additional amounts m compcngglﬁon for the Assets (i.e.,
principally the customer base), IECom faces real expense and real risk in pursuing these
causes of action rather than entering into the Settlement Agreement. As noted above,
Matrix asserts over $1 million in administrative expenses against IECom which, if
sustained, would substantially offset any judgment that IECom might realize against
Matrix. IECom'’s only source of funds for such litigation would derive from the DIP
Financing, over which the Lenders have complete budgetary discretion — the very same
Lenders who would be exclusively entitled to the proceeds of such litigation, on account
of the DIP Financing agreements and their prepetition liens. As noted by their execution
of the Settlement Agreement, the Lenders have approved of the Settlement Agreement.
As the creditors with the economic interest in the matter, their approval confirms that
approval of the Settlement Agreement is fair, reasonabie and sensible. '

Ir.-
CONCLUSION
 WHEREFORE, for the reasons and based on the authorities presented
above, IECOM respectfully requests that this Court enter an order pursuant to Federal
Rule of Bankmuptcy Procedure 9019(a) approving the Settlement Agreement attached

hereto as Exhibit "1”. ‘
e, 2. S

DATED: October 17, 2002

MARTIN R. BARASH, an Attorney with

KLEE, TUCHIN, BOGDANOFF & STERN LLP
Bankruptcy Counsel For

Debtors And Debters In Possession
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I, DAVID M. DAVIS., declare as follows:

1. [ am over 18 years of age. If called as a witness in this case, [ could
and would competently testify from my own personal knowledge regarding the matters
set forth in this Declaration, except as otherwise may be stated.

2. OnDecember 29, 2000, Pacific Gateway Exchange, Inc., a Delaware
corporation ("PGEX") filed a voluntary petition for rch'ef unacr chapter 11 of title 11 of
the United States Code ("Bankruptcy Code"). On January 3 and Z, 2001, certain of
PGEX's domestic subsidiaries also filed voluntary petitions under chapter 11 of the Bank-
ruptcy Code: International Exchange Communications, Inc., a Delaware corporation
("IECom") (January 4), Onyx Networks, Inc., a Delaware corporation ("Onyx"), World
Pafhways, Inc., a Delaware corporation ("WPI"), WorldLink; Inc., a Delaware corpora-

| tion ("WLI"), and Global Time, Inc., a Delaware corporation ("GTI"), the latter of which

is a subsidiary of IECom (collectively with PGEX, the "Debtors").

' 3. I am the Chief Financial Officer of PGEx and President of Onyx,
TECom, WPI, WLI, and GTI. [ am the sole officer of each of the Debtors and the indi-
vidual designated by the Court as the Responsible Person for the Debtors as debtor;s in
possession. I have served as an-officer of PGEX since August, 2000, and becarne an of-
ficer of the other Debtors shortly befére the commencement of their cases. As a result of
my involvement with the chtdrs, I am familiar with the nature and scope of t}i'e“Debtors' |
opex;aﬁons and financial affairs, the Debtors’ books and records, their various assets, and
their chapter 11 efforts.

4, For over half a year prior to the pctition dates, with the assistance of

Development Specialists, Inc. ("DSI"), a national turnaround consulting firm, the Debtors

and their non-debtor affiliates were engaged in efforts to streamline their businesses, dis-
continue unprofitable operations, and attempt to market the assets relating to thase opera-
tions. As of their Petition Dates, the Debtors ceased operations. During these cases, the
Debtors have been liquidating their assets in an orderly fashion in order to maximize the

value of those assets. The Debtors obtained limited, short-term debtor in possession fi-

10
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nancing ("DIP Financing") for this purpose from their prepetition lenders ("Lenders").

5. Prior to the commencement of these cases, the Debtors and their
non-debtor affiliates (collectively, the "Company") operated a global telecommunications
enterprise, offering voice-based telecommunications, Internet and bandwidth services.
The Company used and resold telecommunications services on a state-of-the-art network
of land-based and undersea cabl;s that connect key metropolitan centers in the United
States, Europe, Asia, and the Pacific. The Company (through its various entities) owns
(or owned) some of the cable capacity that comprised that network, as well as several ‘
land-based switching facilities in California, New York, Texas, Australia, New Zealand,
the United Kingdom, Russia, and Germany.

6. IECom was the Company’s retail business. Prior to the Petition
Date, IECom sold end-user long distance telephone services on a pre-subscribed and call-
by-call basis to customers in the Umted States. Based in Santa Ana, California, IECom |
specialized in targeting groups that are high-volume consumers of international
telecdmmunications services, inclhuding the Filipino, Japanese, Chinese, Vietnamese,
Russian, and Korean communities resident i the United States. IECom was a
"switchless" reseller of telecommunications services, meaning it obtained long distance
services from PGEX and other wholesale carriers. IECom holds (or held) an array of
state and federal regulatory licenses that were necessary to operate its business -
ﬂlroil,g;hout the United States.

7. On December 29, 2000, IECom entered into a certain Management
Services Agreement ("MSA") with Matrix Telecom, Inc. ("Matrix"), pursuant to which-
Matrix has been providing telecommunication services to IECom's customer base. The
MSA provided, among other things, that: (1) IECom appointed Matrix as the sole and
exclusive provider of all services necessary or appropriate for the supervision and
management of certain assets of IECom (as defined in the MSA, the “Asscis”); 2)

Matrix agreed to receive specified compensation for its services; (3) IECom agreed to

receive specified royalties for Matrix’s use of the Asseis; (4) IECom and Matrix agreed
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to share collected accounts receivable in specified proportions; and (5) IECom and
Matrix undertook various reSponsibilities and made various representations and
covenants. The MSA also recited that IECom and Matrix desired to negotiate and enter
into an Asset Purchase Agreement under which Matrix would buy the Assets pending
negotiation of a definitive transaction. A copy of the MSA 1s attached and incorporated

into the "Settlement Agreement,” which is annexed hereto as Exhibit 1 and discussed

below.

8. Just prior to IECom's Petaition Date, Matrix determined that it would
not require the services of virtually all of IECom's employees to fulfill its obligations
under the Management Services Agreement. Accordingly, IECom's operations were
discontinued and most of its employees were terminated prior to the commencement of
this case. The remaining employees were terminated shortly thereafter. Following the
commencement of the case for IECom, Matrix and IECom were unable to agree upon the
terms of an Asset Purchase Agreement under which Matrix would buy the Assets
identiﬁéd m the MSA. Among other things, IECom has insisted that Mérrix purchase the
Assets for 1.5 times IECom's December 2000 revenues, the contemplated price
referenced in the MSA. Matrix asserted in response, among other things, that the price
referenced in the MSA did not constitute a binding offer to purchase the Assets at that
price. | ”

: 9. Disagreements between Matrix and IECom also arose over their
obligations under the MSA. IECom has asserted that Matrix breached certain of its
covenants, obligations, and representations under the MSA by failing to pay IECom
royalties to which ITECom was entitled and by underreporting the revenues on which the
royalties were based. IECom has asserted that Matrix owes it approximately $771,885 in
unpaid royalties. Matrix has disputed these assertions, arguing that IECom breached
certain of its covenants, obligations, and representations under the MSA and thereby
caused Matrix to incur extraordinary expenses (over $1 million), which Matrix asserts it

is entitled to recover as an administrative expense against JECom’s bankruptcy estate.

12
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[ECom disputes these assertions, and further asserts that Matrix has not negotiated in
good faith an Asset Purchase Agreement under which Matrix would buy the Assets.

10. At various times throughout the pendency of IECom's chapter 11
case, representatives of Mam‘xl and [ECom (including myself and counsel under my
direction) have engaged in negotiations to reach a global resolution of their
disagreements. At all times these settlement negotiations have been conducted at arms’
length and in good faith by IECom, which has sought exclusively to maximize the
recovery for its estate. Based ixpnn my observations of Matrix's representatives, it
likewise appears to me that Matrix sought to maximize the recovery for Matrix. Without
admitting any liability or the accuracy of any claims or allegations, the partics have
agreed to settle as cxpeditiously as possible all disputes among themselves pursuant to
the attached Settlement Agreement. As more specifically set forth therein, Matrix will
pay IECom $600,000, [ECom shall transfer to Matrix the Assets, and both Matrix and
TECom will waive all claims against each other. ,

' 11.  Itis my belief, based upon pror dealings with Matrix and my
experience in these cases gencrally, that TECom would face substantial expense if the
Settlement Agreement is not approved, as well as litigation risk. Presently, IECom's only
source of funds for such litigation derive from the DIP Financing. I do not believe that
the Lenders would approve funds for such purpose. Further, it is unclear whethier the
IECom customer base actually:could be transferred to another buyer and sold for any
amount, if this Settlement Agrecement is not approved. ‘Based upon all of the foregoing, I
have determined, in the exercise of by business judgment on behalf of [ECom, that the
Settlement Agreement is fair, reasonable, and in the best interests of IECom's estate.

I declare under penalty of perjury that the foregoing is true and correct.

Executed this 17th day of October, 2001, at Burlingame, California_

DAVID M. DAVIS

13
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SETTLEMENT AGREEMENT

This Settlement Agreement dated August 12, 2002 (the “Settlement
Agreement") is entered into by and among Matrix Telecom, Inc. ("Matrix™) and
international Exchange Communications, Inc. ("IECom”) (together, Matrix and
IECom will be referred to as the "Settling Parties”). With the intent of achieving a
final resolution of the disputes among them that arise out of or are in any way
related to any of the matters set forth in the following Recitals, and with the intent
of being legally bound, the Settling Parties hereby represent and agree as

follows.

RECITALS
A. On or about December 28, 2000, Matrix and [ECom signed a
Management Services Agreement that stated it was “made and entered into as of
January 5 2001" (the "MSA"), a copy of which is attached hereto and
| incorparated by reference as if set forth in full. The MSA provided, among other
things, that: (1) IECom appointed Matrix as the sole and exclusive provider of ali
services necessary or appropriate for the supervision and management of certain )
assets of IECom (as defined in the MSA, the "'Assets"); (2) Matrix agreed toﬂ
receive specified compensation for its services; (3) IECom agreed to receive
specified royalties for Matrix’s use of the Assets; (4) IECom and Matrix agreed to
share collected accounts receivable in specified propottions; and (5) IECom and

Matrix undertook various responsibilities and made various representations and

covenants. The MSA aiso recited that IECom and Matrix desired to negotiate
and enter into an Asset Purchase Agreement under which Matrix would buy the
Assets.

B. On December 29, 2000, Pacific Gateway Exchange, Inc. filed a

. voluntary petition under chapter 11 of title 11 of the United States Code (the

“Exhibit 1
Page 14
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“Bankruptcy Code”) in the United States Bankruptcy Court for the Northem -
District of California (the "Bankruptcy Court"). On January 3, 2001, Onyx
Networks, Inc., World Pathways, inc., WORLDLINK, INC., and Glaobal Time, Inc.
filed voluntary petitions under chapter 11 of the Bankruptcy Code in the
Bankruptcy Court. On January 4, 2001, tECom filed a voluntary petition under
chapter 11 of the Bankruptcy Code in the Bankruptcy Court. Together, these six
entities will be referred to as the “Debtors”. For procedural purposes, the
Bankruptcy Court is jointly administering the Debtors’ cases under case number
SF 00-33019 DM.
C. On January 8, 2001, the Bankruptcy Court entered in the Debtors’
cases its Interim Order (A} (i) Authorizing Post Petition Financing and (ii)
Granting Super Administrative Priority Expense Claim Stétus and (B) Scheduling
a Final Hearing, to which were attached a copy of the MSA and a Clarification of
’ the MSA ‘t'hat elaborated upon the proportions of collected accounts receivable

that IECom and Matrix had agreed to share.

D. Matrix and IECom were unable to agree upon the terms of an Asset

Purchase Agreement under which Matrix would buy the Assets. Each of the
Settling-Parties asserts that the acts, omissions,'z;nd/or misrepresentations of theﬂ
other are to blame for their inability to agree.

E. Disagreements between Matrix and IECom have arisen over their
obligations under the MSA. (a) IECom asserts that Matrix breached certain of its
covenants, obligations, and representations under the MSA by failing to pay

‘i - |ECom royalties to which IECom was entitted and by underreporting the

' revenues on which the royalties were based.  IECom asserts that Matrix owes it
\‘ approximately $771,885 in unpaid royalties. Matrix disputes these assertions. (b)
\- Matrix asserts that IECom breached certain of its covenants, obligations, and
\. _ . representations under the MSA and tﬁereby caused Matrix to incur extraordinary

) ' Exhibit 1
Page 15
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expenses that it should not have had to incur and that these expenses offset any
royalties otherwise due and entitle Matrix to assert a claim for an administrative
expense against [ECom’s bankruptcy estate. Matrix asserts that IECom owes it
approximately $1,060,000 for these expenses. |IECom disputes these assertions.
(c) IECom asserts that Matrix has not negotiated in good faith an Asset Purchase
Agreement under which Matrix would buy the Assets. Matrix_—disputes this
assertion.

F. Representatives of the Settling Parties have engaged in
negotiations to reach a global resolution of their disagreements. These
settiement negotiations have been conducted at arms' length and in goad faith by
the Seftling Parties and have resulted in this Settlement Agreement.
Accordingly, without admitting any liability or the accuracy of any claims or
allegations, the Settling Parties wish to seftle as expeditiously as possible ail
_disputes ‘among themselves, including all disputes arising out of the facts and

allegations recited above, as follows.

SETTLEMENT TERMS

In light of the foregoing, and in considera'tién of the promises and releases
contained herein and other good and valuable consideration, the sufficiency of
which is hereby acknowledged, the Settling Parties agree as follows:

1. The Settling Parties acknowledge that this Settlement Agreement is
subject to the approval of the Bankruptcy Court, and it is agreed that IECom
shali, at its own expense, seek to obtain approval of this Settlement Agreement
by the_'Bankruptcy Court as soon as possible pursuant to Federal Rule of
Bankruptcy Procedure 9019 on due and appropriate notice to creditors and other

parties in interest in IECom'’s chapter 11 case; provided, however, that Matrix

“Exhibit 1
Page 16
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shall bear the burden (and any cost) of providing the evidence uniquely within its
cantrof that is necessary to obtain the Bankruptcy Court's approval.

2. This Settlement Agreement shall be effective on the first business
day that an order of the Bankruptcy Court approving this Settlement Agreement
("Settlement and Sale Order) in a form reasonably acceptable to the Settling
Parties becomes final, unappealable, and unstayed (the “Settlemnent Effective
Date™): provided, hawever, that Matrix méy. in its sole discretion, wéi;e the
requirement that the order be final and unappealable, and cause the Settlement
Effective Date to occur following entry of the Settlement and Sale Order, by
delivering a written natice to this effect to IECom, in which case the Settlement
Effective Date shall be the date on which such notice is delivered.

3. The Settlement and Sale Order must (A) provide for the sale of the
Assets to Matrix (i) free and clear of all liens, claims, encumbrances, and
_interests 6f those lienholders identified in the Bankruptcy Court's "Order Granting
Omnibus Mation to Establish Procedures for the Expedited Sale of Assets and
Authority to Sell Assets Free and Clear of Liens, Claims, and Encumbrances”
(collectively, the “Lienholders™) entered in the Debtors’ cases on March 12, 2001 )
and (i) without any cther representations, warr'a‘nties, or conditions, (B) require.'
the transfer of the Assets and the payment of the $600,000 to occur without
delay, and (C) include a finding that Matrix is a good-faith purchaser of the
Assets as defined in section 363(m) of the Bankruptcy Code, Provided the
Settlement and Sale Order is entered, effective and unstayed, IECom will
execute and deliver to Matrix any other documents that Matrix reasonably needs
to effectuate its acquisition of the Assets.

4, On the Settlement Effective Date, Matrix will pay or cause to be

paid to IECom $600.000 by cashier's check or wire transfer.

4 | ~ Exhibit 1
Page 17
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5. Neither IECom nor its secured lenders (as signified by their-
approval and agreement at the end of this Setttement Agreement) will request
that the delivery of the Assets to Matrix be subject to an overbid and will oppose
any request for any overbid.

6. The Settling Parties acknowledge that certain regulatory filings will
need to be made to effectuate Matrix's acquisition of the Assets, and IECom
agrees to grant Matri)? reasonable access at reasonable times upon reasonable
notice to documents or other information that Matrix needs for these filings or for
other reasons to effectuate its acquisition of the Assets. |

7. Subject to Paragraph 8 hereof, on the later of the Settiement
Effective Date and the date Matrix pays I[ECom $600,000 as required in
paragraph 4 above, except as otherwise expressly provided in this Settlement
Agreement, IECam and each of its past and present predecessors, successors,
‘and assiéns (jointly and severally, the "IECom Parties”), for and in consideration
of this Settlement Agreement, release and absolutely and forever discharge
Matrix and each of its past and present predecessors, successors, and assigns
(jointly and severally, the “Matrix Parties") and their officers, directors,
employges, and attorneys of and from any . and all demands, promises','
agreements, losses, injuries, claims, damages, debts, liabilities, accounts,
reckanings, obligations, costs, expenses, liens, actions, and causes of action
arising out of or in any way related to any of the matters set forth in the Recitals
of this Settlement Agreement.

8.  Notwithstanding any other provision of this Agreement:

(A) any and all claims, causes of action or other rights of [ECom

against Matrix that arise under the MSA as a résu!t of claims, causes of

action or other rights asserted by third parties against IECom that become

"Allowed General Administrative Claims” under the proposed Joint
S Exhibit 1
Page 18
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Chapter 11 Plan of Liquidation dated July 31, 2002 ("Plan”), or that
otherwise become allowed administrative expenses pursuant to
Bankruptcy Code section 503(b) are neither waived nor released under
this Agreement;

(B)  Matrix hereby represents and warrants to the-best of its knowledge
that all liabilities incurred by Matrix in connection with, arising out of, or
relating to its performance or non-performance of rights, duties, and/or
responsibilities under the MSA, on its own behalf or as agent for IECom,
have been paid and/or fully satisfied; and

(C) Matrix agrees to, and hereby does, fully indemnify, defend and
save and hold IECom harmless at all times in the event the IECom shall at
any time, or from time to time suffer any damége, obligation, liability, loss,
cost, expense, claim, settlement (including all reasonable attorneys’ fees)
thét becomes an "Allowed General Administrative Claim" under the
proposed Joint Chapter 11 Plan of Liquidation dated July 31, 2002, that
otherwise becomes an allowed administrative' expense pursuant {o
Bankruptcy Code section 503(b), or that would qualify as an allowed
administrative expense if the procedural 'requirements of section 503(b5
were satisfied, in connection with the assertion of a claim, causé of action
or other right by a third party, arising out of, resulting from or in connection
with the performance or nonperformance by Matrix of any rights, duties,

and/or responsibilities under the MSA, on its own behalf or as agent for

IECom. Whenever IECom is notified that a party asserts a claim against

I[ECom as to which Matrix has indemnified IEC‘om under this paragraph,'
lECom shall promptly notify Matrix of the claim and, when known, the facts
constituting the basis for such claim, provided that failure of IECom to
provide Matrix with such notice shall not excuse or affect Matrix's

6 " Exhibit 1
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indemnification obligations hereunder, except to the extent that the failure
to provide such notice shall actually prejudice Matrix. In the event Matrix
shall become obligated to IECom pursuant to this paragraph, or in the
event that any suit, action, investigation, claim or proceeding is begun,
made or instituted as a result of which Matrix may become obligated to
IECom hereunder, Matrix shall have the right to defend. contest or
otherwise protect against any such suit, action, investigation, claim or
proceeding by one or more counsel of its choice reasonably acceptable to
IECom. If Matrix so elects to defend or contest, IECom shall have the
right, at its expense, to participate in such defense, but such defense
shall, at all times, be conducted by and under the control of Matrix and its
counsel. I[ECom and its successors under the Plan agree to reasonably
cooperate and assist Matrix in defending against any such suit, action,
invéstigation, claim or proceeding.

(D) IECom hereby represents and warrants that to the best of his actual
knowledge, as of the date he executes this Settlement Agreement, David
M. Davis, President and Estate Representative for IECOM, has no )
knowledge of any claims, causes of sction or other rights of IECom
against Matrix that have arisen under the MSA as a result of claims,
causes of action or other rights asserted by third parties against 1ECom
that are or may become allowed administrative expenses pursuant to
Bankruptcy Code section 503(b). This represertation and warranty is
made by IECom; Matrix shall have no recourse against Mr. Davis in
connection with such representation and warranty.

(E). Except aé otherwise expressly provided in this Settlement
Agreement, nothing in this Settlement Agreement shall affect [ECom's

claims or rights against any other entities not a party to this Settlement

7 . Exhibit 1
Page 20




10/30/2002 14:34 FAX

Qo24

Agreement or covered by this release, and nothing in this Settlement -
Agreement shall affect any other person’s or entity's rights or claims
against any other person or entity. The rights and ciaims released
pursuant to this Settlement Agreement are limited to the rights and claims
owned by the party releasing such rights or claims.

9. On the later of the Settlement Effective Date and the date Matrix
pays IECom $600,000 as required in paragranh 4 above, the Matrix Parties, for
and in consideration of this Settlement Agreement, release and absolutely and
forever discharge the IECom Parties and their officers, directors, trustees,
employees, Aand attorneys of and from any and all demands, promises,
agreements, losses, injuries, claims, damages, debts, liabilities, accounts,
reckonings, obligations, costs, expenses, liens, actions, and causes of action
arising out'of or in any way related to any of the matters set forth in the Recitals
of this Séﬂlement Agreement.

10. Except as otherwise expressly provided in this Settlement
Agreement, nathing in this Settlement Agreement sh'all affect Matrix's claims
against any other entities not a party to this Settlement Agreement. -

11. Except as otherwise expfessl)} .provided in this Setﬂemen{
Agreement:;

(A) Settling Parties intend this Settlement Agreement to be
effective on the Settlement Effective Date as a full and final accord and
satisfaction and general release of all claims, debts, damages, liabilities,
demands, obligations, costs, expenses, disputes, actions, and causes of
action, known or unknown, suspected or unsuspected, that the IECom
Parties may have against the Matrix Parties an‘d that the Matrix Parties
may have against the [ECom Parties, by reason of acts, circumstances, or

transactions arising out of or in any way related to any of the matters set

8 " Exhibit 1
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forth in the Recitals of this Settlement Agreement, occumming before the
Bankruptcy Court's order approving this Settlement Agreement, with the
exception of the rights and obligations of the Settling Parties as expressly
set forth in or reserved under this Settlement Agreement;

(B) In furtherance of this intention, on the Settlement Effective
Date the Settling Parties wai;/e the benefit of the provisio'n—s— of Califoria

Civil Code § 1542, which provides as follows:

A general release does not extend to claims which the
creditor does not know or suspect to exist in his favor at the
time of executing the release, which if known by him must
have materially affected his settlement with the debtor.

(C) On the Setllement Effective Date, the Settling Parties
expressly waive and relinquish any and all rights“ or benefits they may
have under, or which may be conferred upon them by, the provisions of
§ 1 542 of the Califonia Civil Code to the fullest extent that they may
lawfully waive such rights or benefits pertaining to the subject matter of the

release set forth in this Agreement.

Bozs

(D) In connection with such waiver and relinquishment, the

Settling Parties hereby acknowledge thét'they are aware that they may'
hereafter discover claims and facts in addition to or different from those
whiich they now know or believe to exist with respect to the subject matter
of or any part to the releases set forth in this Agreement, but that it is
nonetheless the intention of the Settling Parties to effectuate such
releases hereunder.

12.  The Settling Parties intend this Settlement Agreement to be binding

upon them regardless of any claims of fraud, misrepresentation, concealment of
fact, mistake of law or fact. duress, or any other circumstance whatsoever in

- connection with any matter dealt with in this Sefttlement Agreement or the

Exhibat 1
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negotiation of this Settlement Agreement. In entering into this Settlement
Agreement, all Settling Parties recognize that no facts or representations are
ever absolutely certain. Accordingly, the Settling Parties assume the risk of any
misrepresehtation, concealment, or mistake; and if any of the Settling Parties
should subsequently discover that any facts relied upon by it or them in entering
into this Settlement Agreement were or are untrue, or that any fact was
concealed from it or them, or that an understanding of the facts or of the law was
incorrect, that Settling Party or those Settling Parties shall not be entitled to set
aside this Settlement Agreement by reason thereof. The finality of this
Settiement Agreement is a material factor inducing the Settling Parties to enter
into this Settlement Agreement.

13.  The Settling Parties will bear their own coéts and attorneys’ fees in
all matters that this Settlement Agreement resolves and with respect to this

‘ ,Se’ttlemeﬁt Agreement.

14. If the Bankruptcy Court does not approve this Settiement
Agreement, the Settling Parties will have the same rights against each other that
they had upon the execution of this Settlement Agreement. W

15.  While the Settling Parties are seéi(ing to obtain approval of this
Settlement Agreement by the Bankruptcy Court, the Settling Parties will not sel,
transfer, assign, release, or withdraw their claims against each other without the
consent of the other Settling Parties or unless any purchaser, assignee, or other
transferee of any claim expressly assumes all obligations under the Settlement
Agreement of the Settling Party that is selling, assigning, or transferring such
claim. | |

16. 'If the Bankruptcy Court does not approve this Settlement
Agreement, the Settling Parties agree that there shall not be admissible into

. evidence in, used for any purpose in, have any bearing an, or be deemed a

: 10 © Exhibit 1
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waiver of the attorney-client privilege) in, any proceeding between any of the
Settling Parties or in any proceeding involving the matters that are the subject of
this Settiement Agreement (a) the material terms of this Settlement Agreement,

(b) the details of the negotiations on which this Settlement Agreement was

based, (c) any declarationsor arguments made on behalf of IECom andfiied with
the Bankruptcy Court in connection wiith the approval of this Agréér-nent, and (d)
any declarationsor arguments made| on behalf of Matrix and filed with the
Bankruptcy Court in connection with the approval of this Agreement.

17.  All obligations undertakren in this Seftlement Agreement by the
Settling Parties shall be binding on thé:ir respective successors, transferees, and
assigns. |

18. Each of the Settling Parties warrants and. represents to the other
Settling Parties és of the date of this Settlement Agreement and. as of the
,Seﬁlemeht Effective Date that it has not assigned, encumbered, hypothecated, or

tranéferred. or purported to assign, encumber, hypothecate, or transfer, to any

other person or entity in any manner, including by way of subrogation, any claim,
demand, right, or cause of action that|it has agreed in this Settlement Agreement
1o release or any portion of any reco'very or seftlement to which this Settlement

Agreement entitles it, other than as provided in connection with the debtor in

possession financing facility provided by the Lenders to IECom and its debtor

affiliates in connection with their chapter 11 cases.

19. This Settiement Agree}ment may be executed in counterparts, |

which, taken together, shall constitute an original executed Settlement
Agreement.
20. The rights and obligations of the Settling Parties under this

Settlement Agreement shall be construed and enforced in accordance with and

. governed by the laws of the State (of California. The Bankruptcy Court may

11 Exhibit 1
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interpret and enforce this Settlement Agreement, and the Settling Parties submit

to the jurisdiction of the Bankruptcy Court for this purpose.

21.  All Settling Parties warriant that they have been represented by
counsel in ¢onnection with entering into this Settlement Agreement and that all
provisions thereof have been explained to them and that they understand them.

22. Al Settling Parties represent and declare that they have carefully
read this Settlement Agreement and|know the contents thereof and that they

have signed this Settlement Agreement freely and voluntarily.

23. Each person executing|this Settlement Agreement warrants and

represents that that person is empovlirered and authorized to bind the party on
whose behalf that person has executéd this Setttement Agreement.
24. Al Settling Parties shall execute and deliver all such further
documents and papers, and shall perform any and all acts, necessary to give fuil
force and‘éffect to all of the terms and provisions of this Settlement Agreement.
25. This Settlement Agreement contains the entire understanding of the
Settling Parties with respect to the matters covered herein and supersedes all
prior and collateral agreements, undelrstandings. statements, and negotiations of )
the Sett_li‘ng Parties. All Settling PaTies ackno'v;rledge that no representations.h
inducements, promises, or agreements, oral or written, with reference to the
subject matter of this Settlement Agreement, have been made other than as
expressly set forth herein. This Setﬂelment Agreement cannot be orally changed,

rescinded, or terminated. Any change or modification to this Settiement

Agreement must be in a writing signe'd by all Settling Parties.

'
|

I
[signatures on next page]
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MATRIX TELECOM, INC. _ -

iy A

By: Dennis E. Smith, President !

Dated: September 11, 2002 ,'

INTERNATIONAL EXCHANGE COMMUNICATIONS, INC. T
|

By Dave Davis, __

Dated: September __ , 2002

Approved as to form_and content

KIRKLAND & ELLIS

mtin S

" By Bennett L<8pigel/
Counsel to Matrix Telecom, inc.

~ Dated: September /2, 2002

PR P —

i
|
|
|
l

|

Martin R. Barash, a member of Kiee,|Tuchin, Bogdanoff & Stern LLP
Bankruptcy Counsel to International Exchange Communications, Inc.
Dated: August ____, 2002 |

Agreed and Approved by [ECom's Se’ecured Lenders
|
O'MELVENY & MYERS

By Ben H. Logan
Counsel to __
Dated: September ___, 2002
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MATRIX TELECOM, INC.

By

o Y

Dated: August ___, 2002

INTERNATIONAL EXCHANGE COMMUNICATIONS, INC.

(o) 2o AN

By Dave Davis, __
Se bes
Dated: Masat o 2002

Approved as to form and content

KIRKLAND & ELLIS

By Bennett L. Spiegel
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800 966-6106 800 322-0960
BOO 966-6166 800 360-1289
800 589-6812 800 253-1289
888 455-5461 800 232-9732
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1 PROOF OF SERVICE
2 I declare that I am over eighteen years of age and that I am not a party to this action
3 My business address is 1880 Century Park East, Suite 200, Los Angeles, California 90067.

On October. 18, 2002, I served a true and correct copy of the following document o-
4 || the parties indicated on the attached list by using the method indicated below:
5 NOTICE OF MOTION AND MOTION BY INTERNATIONAL EXCHANGE

COMMUNICATIONS, INC. FOR APPROVAL OF SETTLEMENT AGREEMENT
_ 6 _WITH MATRIX TELECOM, INC. AND SALE OF ASSETS PURSUANT THERETO;

7 DECLARATION OF DAVID M. DAVIS IN SUPPORT THEREOF
g f‘ (X) By First-Class Mai): Iam readily familiar with the business practice for collection and

processing of correspondence for mailing with the United States Postal Service. I caused
the documents listed above to be deposited, in sealed envelopes, addressed as set forth on

9 the attached list with postage thereon fully prepaid, with the United States Postal Service,
{0 at Los Angeles, Califomia, on the same day this declaration was executed.

( ) By Personal Service: [ caused such envelopes to be delivered by hand to the addresses
1 indicated on the attached list.

12 {{ ( ) By Overnight Courier: I caused the sbove-referenced document(s) to be delivered by
overnight courier service for delivery as indicated on the attached list.

13
( ) By Facsimile Machine: 1 personally caused the above-referenced docurnent(s) to be
14 “transmitted to the person(s) and at the telecopy number(s) indicated on the attached list. I
15 confirmed that the intended recipient received the transmission either:
16 () Byreviewing the transrmission report(s) that the facsimile machine generated; or
( ) By contacting the recipient(s) by telephone at the telephone number(s) number
17 indicated on the attached list. -
18 [ declare that T am employed in the-office of a member of the bar of this Court at

whose direction the service was made and that this declaration was executed at Los Angeles,
19 || California on October 18, 2002,

20 1 declare under penalty of perjury that the foregoing is true and correct.
21 |

2 Lo

23 RACHEL JOHANNES
24

25 ”

26

27
-~ 28

40




UCC Party

{BM Credit Corporation
1133 Waestchester Ave.
White Plains, NY 10604

UCC Party

General Elactric Capitat Corporation
2400 £. Katella Ave., Suite 800
Anaheim, CA 92806

Depository Institution

Nations Funds

Attn: La Tralle Neely

PO Box 37032

Unite #3011

San Francisco, CA 84137-9011

Narthem Telecom, Inc. (Address Change)
Attn: Mr. Paul Knudsen

5408 Windward Parkway

Mall Stop 46D03A30

Alpharetta, GA 30004

Attriy for MCI WorldCom Communications
Rabert P, Simons, Esq,

Jeffray A, Deller, Esq.

Kiett, Rooney, Lieber & Schoring PC
One Oxford Centre, 40th Flaor
Pittsburgh, PA 15219

Daniel M. Pelliccioni, Esq.

Chariss M. Stem, Esq.

Joyce 8. Jun, Esq. / Julia W. Brand, Esq.
Katten Muchin Zavis

2029 Century Park East, Suite 2600

Los Angeles, CA 90067-3012

Attny for Talk.com {/k/a Tel-Save

Jeffroy Kurtzman, Esq.

Klehr, Harrison, Harvey, Branzburg & Ellers
280 S. Broad Street

Philadeiphia, PA 19102-5003

Attys for Concert-ICS
Rabert D. Towey, Esq. / David G. Tomeo,
i Esaq.
' Lowenstein Sandler PC
.’\. 65 Livingston Avenug
1 Roseland, NJ 07068

et

1. Williams Communication Group.
. Al M.M. Mojdehi, Esq.
\ Baker & McKenzie
1101 West Broadway, 12th Floor
Es.an Diego, CA 92101

\

\’tys for Global Crogsing Bandwidth, Inc.
s [, Wood, Esq.
Embarcadero Center, Sulte 860
\ Francisco, CA 84111

b
Y

UCC Party

MCI WorldCom Network Services, Inc.
Cofltateral Agent far Itself, WorddCom, Inc.
And lts Wholly-Owned Subsidiaries

6929 N. Lakewood Mail Drop 5-2-510
Tulsa, OK 74117

UCC Party

Norwest Financial Leasing, inc.
1700 lowa Ave., Suite 240
Riverside, CA 82507

Depository Institution

LaSalle Bank, N.A

Aftn: Scott Schultz, Vice President
135 South LaSalle Street
Chicago, iL 60603

Williams Communications, Inc.
Attn: Contract Administration
Onea Williams Center, 26th Floor

Tulsa, OK 74172

Attny for MCl WorldCam Cammunications
Cralg Stuppi, Esq., & Sarah M. Stuppi, Esq.
Sheppard Mullin Richter 8 Hampton LLP

Four Embarcadero Ceanter, Seventeenth Fir,

San Francisco, CA 94111

Sprint

Bankruptcy Department

WS: KSOPHA0216-28618
5180 Sprint Parkway

Qverland Park, KS 66251-1666

Verizon Communications, inc.

Darryt §. Laddin, Esq. / Tim A. Baxter, Esq.

Amall Golden & Gregory LLP
2800 One Atlantic Center
1201 W. Peachtree Street
Allanta, GA 30308-3450

WordxChange
WorldxChange Communications, Inc.
Attn: Car Sonne, Esq,

9999 Willaw Creek Road

San Diego, CA 82131

Attny for Cable & Wireless USA, Inc.
Anthony G. Stamato, Esq.

Baker & McKenzie

One Prudential Plaza

Chicago, IL 60601

Attny for Global Crossing Bandwidth, Inc.
Kim Femis, Esq.

Glaobat Crosging North America, Inc.
180.South Clinton Avenue

Rachester, NY 14648

10/30/2002 14:19 FAX
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UCC Party

Wells Fargo Financial Leasing, inc. ;
Atin: Collection Depanmaent

604 Locus, 14th Fioor -

Des Moines, IA 50308

UCC Party

TTXC Division of Dynatech, LLC
20410 Observation Dr.
Gemantown, MD 20876

Northern Telecom, inc.

Atin: Senior Manager and
Contracts Mgmt. & Negotiations
2350 Lakeside Bivd.

Mail Stop (O7J/02/A60)
Richardson, TX 75082-4399

For Wells Fargo Equipment Finance. Inc
Andrew K. Alper, Esq.

Marshatt J. August, Esq.

Frandzel Robins Bloom & Csato, L..C.
6500 Wilshire Boutevard, 17th Flaor
Los Angeles, CA 8004B8-4920

Special Notice

Securities and Exchange Commission
Attn: Sandra W. Lavigna

5670 ‘Wilshire Bivd., 11th Floor

Los Angeles CA 90036

Attny for IDC Corporation
David C. Albalah, Esq.
McDermott, Will & Emery
50 Rockefeller Plaza

New York, NY 10020-1605

Attys for AT&T Corp.

Robert D. Towsy, Esq. / Sharon L. Levin
Esq. / Vincent D_Agostino, Esq.
Lowenstein Sandier PC

65 Livingston Avenue

Roseland, NJ 07068

Attys for 111 Chelsea, LLC

Edmond P. O'Brien, Esq.

Stempel Bennett Claman & Hochbert, P.
855 Third Avenue, 22nd Floor

New York, NY 10017

Williams Communication Group

M.A- Murph Shelby

Williams Communications Group, {nc.
4100 One Williams Center

Tulsa, OK 74172

Altys for Nortel Networks, inc.
Eric D. Statman, Esq.

Lovells

900 Third Avenue, 16th Floor
New York, NY™ 10022

42
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Debtor

Pacific Gateway Exchange, Inc. et al.
Attni: Mr. David M. Davis

500 Airport Drive, Suite 370
Burlingame, CA 84010

Creditors’ Committee Counsel
John A. Moe, Esq.

Luce, Forward, Hamilton & Scripps
777 S, Figueroa Street, Suite 3600
Los Angeles, CA 90017

Creditors' Committee
Concert USA

Attn: Scott E. Christensen
N 490-V004

412 Mt. Kemble Avenue
Momistown, NJ 07962

Creditors' Committee

Global Connect Partners/Edge2Net, Inc.
Attn: David Bohan, CFO

5808 Lake Washington Bivd., Suite 101
Kirkland, WA 88033

Development Speciallsts, Inc.

Attn: Bradiey D. Shamp

333 Sauth Grand Avenue, Suite 2010
Los Angeles, CA 90071-1524

Litigation Counsel To PGE

{re Mitsubishi Matter)
Chrigtopher R. Ball

Pillsbury, Madison & Sutro LLP
50 Fremont Street

San Francisco, CA 94105

Principal Lender

Bankers Trust Company
Attn: Albert L. Fischetti :
130 Liberty Street, 28th Floor
New York, NY 10006

Principal Lender

General Electric Capltal Corporation
Attn: Alexander Terras, Esq.

Wilson & Mclivaine

500 W. Madison, Sulte 3700
Chicago, I 60661-2511

Intemal Revenue Service
1301 Clay St, Suite 1400 South
. Oakiand, CA 94612

WCC Party

ACTERNA L
20410 Observation Dr.
Gemantown, MD 20876

Counsel for the Dabtors

Pachulgki, Stang, Ziehl, Young & Jones
Attn: William P. Weintraub and

Bavid M. Bertenthal

Three Embarcadero Center, Suite 1020
San Francisco, CA 94111

William J.A. Weir, Esq.

Dustin P. Branch, Esq.
Christopher Celentino, Esq.

Luce, Forward, Hamilton & Scripps
Suite 2600, 600 W. Broadway

San Diego, CA 92101

Creditors’ Committee

Charies Harp, Qwest Communications Corp

c/o Evan D. Smiley, Esq.

Albert, Weiland & Golden, LLP
6850 Town Center Drive, Suite 950
Costa Mesa, CA 92626

Counsel for Bank of America
O'Melveny & Myers LLP

Altn: Ben H. Logan, Esq. and
Victoria A. Graff, Esq.

- 400 South Hope Street, Suite 1050

Los Angeles, CA 80071

Development Specialists, Inc.
Attn: Clare M. Pierce, CPA

200 South Biscayne Boulevard, Suite 800

Miami, FL 33131-2321

Regulatory Counsel

Swidler Berlin Shereff Friedman, LLFP
Catherine Wang, Esq.

3000 K Street, Suite 300
Washington, DC 20007-5116

Attny for General Electric Capxtal Coarp
Steven B. Sacks, Esq.

Perkins Coie LLP

180 Townsend Street, 3rd Floor

San Francisco, CA 94107-1909

Principal Lender

Brentwood Credit Corporation
Atin: Kevin Galther

1620 26th Street, Suite 290-S
Santa Monica, CA 80404

UCC Party

Sanwa Leasing Carmp.
PO Box 7023

Troy, Ml 48007-7023

UCC Party

Cisco Systemns Capital Corporation
170 W. Tasman Dr., 3rd Fioos

San Jose, CA 95134-1706

@045

Office of the United States Trustee
Attn: Steven L. Johnson

250 Montgomery Street, Suite 1000
San Francisco, CA 94104-3401

Creditors’ Commitiee

Ameritech Glabal Gateway Services
Attn: Colm Heaney

225 W. Randolph, #18A

Chicago, IL 60606

Creditors’' Committee
IDT Corporation

Attn: Thomas H. Nagle
520 Broad Street
Newark, NJ 07102

Debtors’ Corporate Counsel
C. Baker/ R. Ziegler and

J. Junewicz/ R. Robeson
Mayer, Brown & Platt

180 S. LaSatle Strest
Chicago, I 60603-3441

Development Specialists, Inc.
Attry: William A. Brandt, Jr., CFO
3 First National Plaza

70 W. Madison Street, Suite 2300
Criicago, iL.  60602-4250

Principal Lender

Bank of America

Attn: Therese Fontaine
555 S. Flower Street

Mait Code: CA9-706-11-21
Los Angeles, CA 90071

Attny for Matrix Telecom, Inc,
Bennett L. Spiegel, Esq. -
Christopher W. Combs, Esq.
Kiddand & Ellis

777 South Figueroa Street
Los Angeles, CA 90017

Principal Lender / Cisco Systems
Attn: John T. Chambers, President and
Loan Admin, Worldwide Financial Servic
170 West Tasman Drive
San Jose, CA 95134-1619

UCC Party

ATART Credit Cormp.

2 Gatehall Dr.

Parsippany, NJ 07054-4521

UCC Party

18M Credit Comoration

1 North Castle Drive
Armonk, NY 10504-2575

41
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Elizabeth Weller, Esq.

Linebarger Heard Goggan Blair Graham
Pena & Sampson, LLP

2323 Bryan Street

1720 Univision Center

Dalias, TX 75201-2631

Attny for Joyce Hewins

Keith Ehrman, Esq.

McGuinn, Hillsman & Palefsky
535 Pacific Avenue

San Francisco, CA 94133

Matromedia Fiber Network Services, inc.

Robert Sokota, General Counsel

Metromedia Fiber Network Setvices, inc.

360 Hamilton Avenue
White Plains, NY 10601

Kay D. Brock, Assistant Atiny General
c/o Martha M. Pena, Legal Assistant
Office of the Attny General
Bankruptcy & Collections Division
Past Office Box 12548

Austin, TX 78711-2548

Attny for Viatel, Inc.
Amy E. Edqgy, Esaq.

Kasowitz-Benson Torres & Fnedman LLP

1633 Brosdway :
New York, New York 1001 9

Attny for Ann Yanick

Margaret J. Grover, Esq.
Haight Brown & Bonesteel, LLP
100 Bush Street, 27th Floor
San Francisco, CA 94104

Attny for Enavis Networks, Inc.
Matthew P, Vafidis, Esq.
David M. Gonden, Esg.
Holland & Knight LLP

50 California Streat, 28th Floor
San Francisco, CA 94111

RECEIVEL,
0CT 21 9w

Attny for Harris Corporation
David M. Gonden, Esq.

Holland & Knight LLP

&0 Califomnia Street, Suite 2800
San Francisco, CA 94111-4824

IBM Credit Corporation

Kelly Lewis, Restructuring Grp — MD NC317
18M Credit Corporation

North Castle Drive

Armonk, NY 10504

Attny for CTN Telephone Network, inc. and
intl. Telecommunications

Charies Becker, Esq.

5173 Waring Road, Suite 103

San Diego, California 92120

Attny for Satelmdo

Adrian J. Mumphy, Esq.

Hanson Bridgett Marcus Viahos & Rudy
333 Market Street, Suite 2300

San Francisco, CA 84105-2173

Attny for Codetol

Thomas W. Dressler, Esq.

Salvador P. LaVina, Esq.

Dressler & LaVina, LLP

515 South Flower Street, Suite 4400
Los Angeles, CA 90071

Altny for BellSouth Lang Distance, Inc.
Paul M. Rosenblatt, Esq.

Kilpatrick Stockton LLP

1100 Peachtree Street, Suite 2800
Atlanta, GA 30309-4530

Attny for Time Warner
Linda Boyle

"Time Wamer Telecom Inc.

10475 park Meadows Drive, #400
Littieton, CO 80124

doas

Atiny for Joyce Hewins

Matthew J. Shier, Esq.

Pinnacie Law Group, LLP

425 Califomia Street, Suite 1800
San Francisco, CA 34104

Metromedia Fiber Network Services, Inc.
Stephen J. Shimshak, Esq. ,
Paul Weiss Rifkind Wharton & Garmrison

1285 Avenue of the Americas

New York, NY 10019-6064

Attny for Comptrolier of Public Accounts
the Stater of Texas CComptroller”)

Jay W. Hurst, Assistant Attny General
Bankruptcy & Collections Division

Post Office Box 12548

Austin, TX 78711-2548

Attny for Carramenica Realty Corporation
Jana Logan, Esq.

Kimball, Tirey & St. John

1202 Kettner Boutevard, Third Floor

San Diego, CA 92101

Weste! International, Inc.

Virginia Andrews, Credit & Collections
Madnager

Westel International, Inc.

89606 North MoPac ~ 7th Floor
Austin, Texas 78759

Attny for David A. Gill, Chapter 11 Truste
for Justice Telecom Carporation

Jahn J. Bingham. Jr., Esq.

Danning Gill Diamond & Kollitz LLP
2029 Century Park East., Third Floor
Los Angeles, CA 90067-2904

Special Notice

Michael J. Sachs, E3q.

Callahan & Blaine

3 Hutton Centre Diive, Suite 300
Santa Ana, CA 92707
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Attys for MCI WorldCom Communications
Craig Stuppi, Esq., & Sarah M. Stuppi, Esq.
Sheppard Mullin Richter & Hampton LLP
four Embarcadero Center, Saventeenth FIr.
San Francisco, CA 94111

Attys for Daflas Main, LP
Tnomas A. Connop, Esq.

Locke Liddell & Sapp LLP

2200 Ross Avenue, Suite 2200 -
Dallas, TX 75201

Christopher T. Heffelfinger, Esq.

Nicole Laveliee, Esq.

Berman, DeValerio, Pease & Tabacco, PC
425 California Streat, Suite 2025

San Francisco, CA 94104

Aitys for RSL Com USA, Inc.

LeBoeuf, Lamb, Greene & MacRae, LLP
Attn: Bennett G. Young, Esq.

One Embarcadero Center, Suite 400
San Francisco, CA 94111-3619

Landiord

Bay Park Plaza Assoc. LP
Atin; General Counsel

2929 Campus Drive, Suite 450
San Mateo, CA 94403

Special Notice

Watarfront Towers

¢/o George P. Eshoo, Esq.
702 Marshall Street, Ste. 500
Redwood City, CA 94063

Attny for Michigan State, Revenue Division
Peggy A. Housner {P47207)

Asst. Atty General -

Dept. of Atty Genera)

Reveue Divislon, 1st Flr Treasury Building
Lansing, Ml 48922

Attny for Clsco

David A. Honig, Esq.

Murphy Sheneman Julian & Rogers
101 California Street, Suite 3900
San Francisco, CA 94111

Attny for SBC Communications, Inc.
‘Brad Smith, Esq.

SBC Communications, Inc.

One Bell Plaza, Room 3022

208 S, Akard

Dallas, TX 75202

Atthy for Kuehne & Nagel, Inc.

Jay M. Tenenbaum, Esq.

Seals & Tenenbaum, P.C,

2323 West Lincoln Avenue, Suite 127
Anaheim, CA 92801

Crosswave Caommunications inc.
Patricia S. Mar, Esq.

Morrison & Foerster LLP

425 Market Street, 33rd Floor
San Francisco, CA 84105-2482

Aty for Adelphia Business Solutions
Stuart M. Brown, Esq.

Buchanan Ingersolt P.C.

ElevenPenn Center, 14th Floor

1835 Market Street

Philadeiphia, PA 19103

Attnty for Star Telecommunications, In¢.
Alan D. Condren, Esq.

See, Mackall & Cole LLP

1332 Anacapa Street, Suite 200

Santa Barbara, CA 83101 -

Attys for RSL Com USA, Inc.

LeBoeuf, Lamb, Greene & MacRae, LLP
Attn: Allison H, Weiss, Esq.

125 West 55th Street

New York, NY 10019

Landlard

Bay Park Plaza Assoc. LP
Attn: Proparty Management
2929 Campus Drive, Suite 150
San Mateo, CA 94403

Attny for ECI Telecom, inc.
Bradley M. Saxton, Esq.
Holland & Knight LLP

Post Office Box 1526
Orlando, FL. 32802-1526

Attny for NOSVA Limited Partership &
NOS Communications, Inc. ’
William H. Kiekhofer, Il, Esq.

Kelley Drye & Warren LLP

777 South Figueroa Street, Suite 2700
Los Angeles, CA 90017

Attny for Verestar fka ATC Teleports
MetroGroup

Aftn: Marcus L. Arky

26 Broadway, Suite 400

New York, NY 10004

Attny for Commissioner of Revenue
Tisha Federicn, Esq.

Legal Services, 27th Floar

312 8th Avenue North

Nashville, TN 37243

Attny for Kuehne & Nagel, inc.
Neil Ross, Esq.

MetroGroup

26 Broadway, Suite 400

New York, NY 10004

@o47

Special Notice / Sprint

Ann: Mart Schach, Marketing & Sales
Mall Stop: KSOPHAD216-28618
6480 Sprint Parkway

Qveriand Park, KS 66251-1666

Missour State, Dept. of Revenue
Missourn Department of Revenue
Bankruptcy Unit

Atin: Gary L. Bamhart

PO Box 475

Jefferson City, MO 65105-0475

Attys for Teleglobe
Albert Flor, Jr., Esq. -

.Wendel, Rasin, Black & Dean, LLP

1111 Broadway, 24th Floor
Oakland, CA 94807

Attny for 611 West Sixth Street Assoc.
Robert P. Friedman, Esq.

Law Offices of Rabert P. Friedman
827 Moraga Drive

Bel Air, CA 90049

Landiord

P_A..Building Company

c/o Sylvan Lawrence Company
1000’ William Street

New-York, NY' 10038

Attny for RR Donnelley & Sons Company
Thomas R, Mulally, Esq.

$zabo, Spencer & Mutally (TRM)
A14156 Magnalia Bivd., Suite 200
Sherrnan Oaks, CA 91423

Cisco

Mark Michels, Esqg.
Cisco Systems, Inc.

170 West Tasman Drive
San Jose, CA 95134

Atiny for SBC Communications, inc.
Rebecca U. Litteneker, Esq.
MceNutt & Litteneker, LLP

55 Hawthome Street, Suite 430
San Francisco, CA 94105

Globe Telecom

‘Robert J. Moore, E2q.

Fred Neufeld, Esq.

Milbank Tweed Hadley. et al.

801 South Figueroa Street, 30th Floor
Los Angeles, CA 90017-5735

Attny for CAT Technology, Inc.
William Webb Farrer, £5q.

Law Offices of William Webb Farrer
300 Montgomery Street, Suite 800
San Francisco, CA 94104
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ATTACHMENT B

ASSETS TO BE TRANSFERRED



Exhibit A - Assets

1. All of IECOMM's retail customer base, including but not limited to the following:
approximately 30,000 customer accounts receiving 1+, calling card, or toli-free services.

2. All data, databases, documentation, customer records, end-user call records for the past two years,
credit information, correspondence, contracts, letters of authority, customer subscription contracts,
informal and formal Public Utility and FCC complaints, etc., related to the Assets described herein.

3. All accounts receivable, notes receivable, customer receivables or other sums due to IECOMM for
Direct billed service relating to the Assets prior to the Effective Date. Said amounts shall include Direct
billed traffic remaining unbilled to the end-user on the Effective date in accordance with past billing
practices.

4. Carrier Identification Code ___ 0597, 0025, 5734, 5464, 5318 & 6822
and corresponding ACNA( IXH for all 6 CIC’s)

5. All of IECOMM's used or reserved toll-free telephone numbers, including but not limited to those set
forth in Exhibit B.

6. Perpetual right to use IECOMM's name, logos, trade or service marks, etc., which have been
associated with the customer base.

7. Any assets of the type described above which are acquired after the date hereof.
8. All IECOMM lockboxes and bank accounts used to receive customer and LEC payments. Each

account will have a reconciled zero balance except for all deposits and receipts from and after the
Effective Date.



Exhibit B - Toll-Free Phone Numbers

N__—

800 966-6106
800 966-6166
800 589-6812
888 455-5461
800 322-0964
888 387-7722

800 322-0960
800 360-1289
800 253-1289
800 232-9732
800 810-9750




ATTACHMENT C

CUSTOMER NOTIFICATION




PRELIMINARY DRAFT; 11/8/02

NOTICE OF TRANSFER OF LONG DISTANCE TELEPHONE SERVICE
[Date]
Dear Customer:

International Exchange Communications, Inc. ("IECom”) currently provides your long
distance service. Due to circumstances related to IECom’s bankruptcy, Matrix Telecom, Inc.
(“Matrix”) has agreed to acquire the IECom name and will shortly begin providing long distance
service to IECom customers. This transfer will ensure that customers of IECom comtinue to
enjoy uninterrupted long distance service. This transfer will not affect your long distance rates
nor the terms and conditions of your service. In fact, your long distance bill will contimue to list
IECom as your long distance provider.

The bankruptcy court has ordered this transition to occur as soon as possible after [INSERT
EFFECTIVE DATE OF BANKRUPTCY ORDER]. Unless you have begun using a long
distance provider other than IECom prior to this date, Matrix will transition your current long
distance service to Matrix. The change to Matrix will not impact your local carrier selection.

The low rates you currently pay for long distance as well as your terms and conditions of
service will remain unchanged. If, in the future, there are any changes to your rates or the terms
and conditions of your service, they will be indicated on Matrix’s website at
www.matrixtelecom.com.

You have the right to subscribe to long distance service from any service provider you
wish. This decision is entirely up to you, and you may choose to switch to another carrier either
before or after this change occurs. Matrix values your continued business and will gladly
respond to any questions or complaints you may have about IECom’s service. When your
service is transitioned to Matrix, you will not be billed a carrier change fee, however, selecting a
carrier other than Matrix may result in such a charge being imposed by that carrier.

If you have arranged a preferred carrier freeze through your local carrier on the service(s)
involved in this transfer, the freeze will be removed in order to transition your service to Matrix.
After the transfer, you must contact your local carrier if you want to re-establish a preferred
carrier freeze.

If you have any questions regarding this notice, please contact Matrix at [INSERT
APPLICABLE TOLL FREE CUSTOMER SERVICE NUMBER].

Sincerely,




